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1 . WE AGREE THAT IT WOULD BE USEFUL TO HOLD MEETING OE THE 
US-SPANISH COUNCIL AT THE PERM REP LEVEL. SUCH A MEETING 
COULD NOT ONLY REVIEW THE PROGRESS OE BOTH SIDES IN 
IMPLEMENTING THE TREATY, BUT MIGHT GIVE A HELPFUL PUSH TO 
OUR EFFORTS TO MOVE AHEAD WITH CERTAIN ASPECTS OE OUR 
NON-MILITARY COOPERATION. IN ADDITION TO THE AMBASSADOR AS 
US PERM REP, US PARTICIPATION IN THE MEETING WILL INCLUDE 
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USCINCEUR OR HIS DESIGNEE, AS REPRESENTATIVE OE THE 
CHAIRMAN, JCS. 

2. WE CAN ACCEPT JANUARY 25 DATE EOR MEETING BUT LEAVE 
EINAL DATE TO YOUR DECISION AND THE CONVENIENCE OE ALL 
PARTICIPANTS. WE ACCEPT THE AGENDA AS PROPOSED BY THE GOS, 
AND GUIDANCE ON EACH ITEM EOLLOWS BELOW. 

A. REVIEW OE IMPLEMENTATION, PARTICULARLY MILITARY 
ASSISTANCE ASPECTS: WE BELIEVE THAT PREPARATIONS ARE 

WELL ADVANCED IN THIS AREA. THE SPANISH SERVICES HAVE 
DEVELOPED PENDING ALLOCATIONS AND HAVE PROVIDED EQUIPMENT 
AND TRAINING REQUESTS, AND DOD IS TAKING THE NECESSARY 
ACTION TO MEET THESE REQUESTS. BOTH SIDES SHOULD CONSULT 
CLOSELY TO MAKE SURE THAT ALL NEEDED DOCUMENTS AND OTHER 
LEGAL REQUIREMENTS ARE MET TO EOLLOW THROUGH ON THE FMS 
CASES FINANCED THROUGH THE FEDERAL FINANCE BANK (THE 
120 MILLION DOLLAR GURANTEE UNDER THE TREATY). THE 
STATUS OF OTHER ASSISTANCE MATTERS IS AS FOLLOWS: 

COMBAT GRANDE - USAF AND SAF TECHNICIANS ARE WORKING 
CLOSELY IN PLANNING SEVERAL NEW PROJECTS, INCLUDING A 
BACKUP SECTOR OPERATIONS CENTER (TO BE USED ALSO FOR 
TRAINING AND COMPUTER PROGRAM MAINTENANCE), A NEW 
NORTHWEST RADAR SITE, FURTHER EXPANSION OF THE 
MICROWAVE COMMUNICATIONS SYSTEM, AND ADDITIONAL AIR- 
GROUND COMMUNICATIONS. THE USAF HAS PROGRAMMED FUNDS FOR 
THIS ASSISTANCE IN ITS BUDGET. 
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RF4-C AIRCRAFT - THE SAF DECIDED AGAINST LEASE OF THE 
42 F-4E AIRCRAFT SPECIFIED IN THE TREATY BECAUSE OF COST 
CONSIDERATIONS AND HAS REQUESTED INFORMATION AND COST 
DATA ON EIGHT F-4C AND EIGHT RF-4C AIRCRAFT AS POSSIBLE 
ALTERNATIVE AREAS OF ASSISTANCE. THE USAF IS PRESENTLY 
DISCUSSING THESE PROGRAMS WITH THE SAF AND 
REEVALUATING THE AVAILABILITY OF F-4C AND RF-4C AIRCRAFT. 

SHIP SALES - SPANISH NAVY HAS ACCEPTED AN ARL MINESWEEPER 
TENDER, AS SPECIFIED IN THE TREATY, AND THE USN'S LETTER 
OF OFFER FOR THIS SHIP HAS JUST BEEN ISSUED. THE USN 
HAS BEEN UNABLE TO OFFER ACCEPTABLE MSO OCEANGOING 
MINESWEEPERS BUT CONTINUES TO LOOK FOR SUITABLE MSO'S OR 
SUBSTITUTE ASSETS IN THE MEANTIME THE USN HAS ISSUED 
LOA'S TO SELL TO SPAIN FIVE DESTROYERS AND THREE LST'S 
NOW ON LOAN AT FAVORABLE PRICES, AND CONTINUES TO WORK 
CLOSELY WITH THE SN IN A WIDE-RANGING NUMBER OF 
ACTIVITIES. 
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IMPROVED HAWK: REF. D INFORMED EMBASSY THAT USG HAS 
APPROVED FY 77 LOAN JUSTIFICATION AND THAT GOS SHOULD 
NOW TAKE ACTION TO NEGOTIATE LOAN AGREEMENT. 

REF. E - REPORTED DOD APPROVAL TO CONVERT FMS CASH CASE 
77G ON IMPROVED HAWK TO A 120-DAY DEPENDABLE UNDERTAKING 
TYPE CASE SO AS NOT TO DELAY PROGRESS ON IMPROVING SPAIN'S 


AA DEFENSES. THE PRACTICAL EFFECT OF THIS ACTION WAS TO 
DEFER 10 MILLION DOLLARS OF CASH PAYMENTS BY SPAIN UNTIL 
THE RECEIPT OF CREDIT AUTHORITY. WE ASSUMED THAT THE 
LOAN AGREEMENT WOULD BE SIGNED BEFORE MORE THAN 10 MILLION 
DOLLARS WAS DUE. WE ARE NOW AT A POINT, HOWEVER, WHERE 
AN ADDITIONAL PAYMENT OF 9,270,500 DOLLARS IS DUE AND, 
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UNDER THE NEW ARMS EXPORT CONTROL ACT, DOD CAN NO LONGER 
DEFER PAYMENT BY SPAIN OF THE AMOUNT DUE. WE CONSIDER 
IT MOST URGENT, THEREFORE, THAT THE GOS NEGOTIATE A LOAN 
AGREEMENT PROMPTLY SO THAT THE PAYMENT WHICH IS DUE CAN 
BE COVERED; OTHERWISE, THE GOS WILL HAVE TO PAY IN CASH. 

B. REVIEW OF THE ACTIVITIES OF THE SEVERAL JOINT COMMITTEES 

1 . EDUCATION AND CULTURE COMMITTEE HAS MET AND THE ANNUAL 
PROGRAM IS BEING DEVELOPED UNDER PROCEDURAL ARRANGEMENTS 
ACCEPTED BY BOTH SIDES. 

2. SCIENCE AND TECHNOLOGY COMMITTEE HELD INFORMAL 
SESSION IN OCTOBER, BUT SPANISH SIDE HAS NOT ADVANCED 
PROPOSALS FOR ALLOCATING AVAILABLE FUNDS AND SEVERAL 
PROCEDURAL MATTERS OF A POLICY NATURE REMAIN TO BE 
RESOLVED. THE US SIDE REMAINS READY TO DISCUSS SPANISH 
IDEAS AND REACTIONS TO EARLIER US PROPOSALS BASED ON 
MUTU ALLY-BENEFICIAL RESEARCH AREAS. YOU SHOULD DRAW 
ATTENTION TO US LEGAL REQUIREMENTS TO OBLIGATE FUNDS 
DURING THE CURRENT FISCAL YEAR AND ENCOURAGE SPANISH 
SIDE TO PRESENT THEIR PROGRAM PROPOSALS ASAP. 

3. POLITICAL-MILITARY COMMITTEE: WE ARE SATISFIED THAT 
THIS BODY WILL CONTINUE TO FUNCTION SMOOTHLY AND 
EFFECTIVELY IN ITS AREAS OF COMPETENCE. 

4. JOINT ECONOMIC COMMITTEE: WE REMAIN READY TO CONVENE 
THIS COMMITTEE AND EXPECT TO BE ABLE TO OFFER A FIRM 
DATE AFTER CHANGE IN US ADMINISTRATION. 
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5. JOINT MILITARY COMMITTEE: THIS BODY MET ON OCTOBER 1 
AND COULD BE RE-CONVENED WHEN EURTHER PROGRESS ON MILITARY 
COOPERATION, SUCH AS ESTABLISHMENT OE THE COMBINED STAFE 
WARRANTS SUCH HIGH-LEVEE REVIEW. 
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C. REVIEW OE PROGRESS TOWARD ESTABLISHMENT OE THE COMBINED 
STAEF: WE HAVE APPROVED THE TERMS OE REFERENCE AND 
ORGANIZATION CHART FOR THE COMBINED STAFF, WHICH MAY BE 
INITIALLED BY THE CO-CHAIRMEN FOELOWING RESOLUTION OF MINOR 


TRANSLATION DIFFERENCES (SEPTEL TO FOLLOW). WE WOULD 
HOPE THAT THE SPANISH SIDE COULD REVIEW THEIR PROGRESS 
IN FINDING SUITABEE OFFICES FOR THE STAFF AND COULD 
DISCUSS THEIR IDEAS ON STAFFING AND OTHER DETAILS FOR 
ESTABLISHING THIS BODY. 

D. COMMISSION ON COORDINATION WITH NATO: WE APPRECIATE 
LATEST REPORT ON SPANISH THINKING (MADRID 0263) AND 
CONCUR WITH MISSION'S RECOMMENDATIONS IN PARAS 3 AND 4. 

HABIB 
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